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CZECHOSLOVAKIA: KEY ECONOMIC INDICATORS 


Average Official Exchange Rates - 1984: $ = 6.65 Czechoslovak Crowns (Kcs) 
1983: $ = 6.3 Kcs 
1982: $ = 6.09 Kcs 


ITEM PHYSICAL UNIT 1982 1983 1984 
OR VALUE 


INCOME, PRODUCTION, EMPLOYMENT 
Produced Nat. Income 

Constant 1977 Prices Billion Kcs 
Capital Investment Billion Kcs 
Labor Force Mill.Workers 


BASIC INDUSTRIAL OUTPUT 

Hard Coal Mil.Metric Tons 
Brown Coal/Lignite Mil.Metric Tons 
Electric Power Billion kWh 
Crude Steel Mil.Metric Tons 
Rolled Steel Prods. Mil.Metric Tons 
Paper and Cardboard Thousand Tons 
Nitrogen Fertilizer Thousand Tons 
Chemical Fibers Thousand Tons 
Trucks Thousand Units 


FOREIGN TRADE /Czechoslovak Data/ 
IMPORTS Bil. Kes 


Of Which: 

"Socialist Countries" Bil. Kes 
*"Non-Socialist” 

Countries Bil. Kes 


EXPORTS Bil. Kes 
Of Which: 

"Socialist Countries* Bil. Kes 
*"Non-Socialist” 

Countries Bil. Kes 


CZECHOSLOVAK/U.S. TRADE /U.S. Data/ 
Exports to CSSR (f.a.s. Mil. §$ . 58. 
Of Which: 


Agricultural Mil. 
Non-Agricultural Mil. 


28. 
29. 


$ 
$ 

Imports from CSSR(c.i.f.) Mil. § 67.3 69.2 94. 
$ 


Trade Turnover Mil. 150.9 126.3 152% 





Performance in 1984 


Following two years of stagnation in 1981-82 and moderate 
growth during 1983, the Czechoslovak economy showed a somewhat 
higher growth of 3.2 percent in national income (gross national 
income produced) during 1984. This was above the 2.8 percent 
growth shown in 1983, but economic growth in Czechoslovakia 
continued to be at a slower pace than in its East European 
COMECON partners. 


Overall industrial production rose 3.9 percent with none of the 
major branches showing substantial shortfalls from planned 
performance and many modestly surpassing plan targets. The 
electronics sector led in industrial growth with an increase of 
12.2 percent. Two sectors where lower growth was planned - 
chemicals and metallurgy - showed modest growth - of 3.4 
percent and 1.8 percent respectively even though there was an 
effort to deemphasize production in these energy-consuming 
sectors. Although overall industrial production goals were met, 
17.5 of percent enterprises failed to meet the planned goals. 


Coal and lignite mines increased production by 1.5 percent and 
surpassed planned goals. In doing so, however, the amount of 
overburden removed increased by 13.2 percent - an unfavorable 
indicator for the future of the important strip mining 
operations for brown coal. Increased coal supplies and 
additional use of nuclear power permitted an increase in 
electric power generation of 3.1 percent over 1983. This 
surpassed planned power production growth of 1.9 percent and in 
conjunction with the growth in industrial production and 
national income was an indication that Czechoslovakia continues 
to have a relatively enery-intensive economy which needs to 
place increased emphasis on energy conservation. 


In the agricultural sector, grain production set a record of 
nearly 12 million tons. Although there were some questions 
about the quality of the crop, there seemed little doubt that 
needs for import of feedgrains would be minimal in 1985. In 
addition to the record feedgrain crop, a reduction in the swine 
herd and a small reduction in cattle stocks should also help in 
maintaining near self-sufficiency in feedgrains. 


Retail prices increased 0.9 percent during 1984 according to 
official statistics. The performance was in line with 1983 but 
in sharp contrast to 1982 when the increase was about 5 
percent. Average wages in the socialist (non-collective farm) 
sector were up 1.7 percent and real incomes up a modest 0.9 
percent. 








Investment during 1984 rose 4.4 percent over 1983 with the 
planned investment level surpassed by 4.1 percent. Total 
investment, however, was still slightly below 1980. A bright 
spot in the investment picture was a reduction of two percent 
in the number and value of uncompleted investment projects. 
Nevertheless, the offical plan fulfillment report noted that 
the extent of uncompleted investment projects is still 
excessive. When depreciation and inflation are taken into 
consideration, it is questionable whether Czechoslovakia is 
investing sufficient amounts in new equipment for its aging 
industrial base. 


Energy 


Inefficient energy use and limitations on domestic energy 
sources continue to be serious problems for the Czechoslovak 
economy. Czechoslovakia has not reacted as quickly as many 
countries, especially the capitalist countries of Western 
Europe, Japan and North America, to the oil price increases of 
the 1970s. While there has been a decline in energy 
consumption per unit of output, it has not been as substantial 


as in most developed capitalist countries or some other East 
European countries. 


Lacking substantial domestic sources of oil and gas, 
Czechoslovakia imports a large share of primary energy from the 
Soviet Union through oil and gas pipelines. Domestic 
production of brown coal is expanding and this fuel will remain 
a major source for power generation while reserves remain to be 
exploited during the next several decades. 





Imports of 011 dropped from 19 million tons in 1980 to 16.6 
million tons in 19863. According to Czechoslovak officials 
there are no plans to increase such imports in the near 

future. Natural gas imports, however, are continuing to 
increase and have grown from 8,328 million cubic meters in 1980 
to 9,270 million cubic meters in 1983. In addition to 
providing a growing source of energy, increasing natural gas 
imports will help alleviate some of the serious pollution 


problems affecting industrial areas and densely populated 
regions. 





Problems with pollution, limited foreign exchange resources for 
higher imports from the Soviet Union or other sources, and 
predictable depletion of coal deposits have caused 
Czechoslovakia to turn to nuclear energy as the major new 
source of electric power. Czechoslovkia has significant 
uranium deposits and thus is able to provide the raw material 
to fuel its nuclear program. Ore is processed into fuel in 
the Soviet Union which also provides for disposal of spent 
fuel. Czechoslovakia participates in the COMECON 
specialization program in the nuclear energy field and produces 
domestically a major share of theequipment used in its 440 MW 
reactor as well as exports to other East European countries. 


Although there have been delays and cost overruns in the 
Czechoslovak nuclear program, one plant located at Jaslovske 
Bohunice in western Slovakia has been producing commercial 
power since 1980 and production at a second plant in Dukovany 
in southern Moravia began early in 1985. Another similar plant 
at Mochovce using the same 440 MW Soviet-designed Voronezh 
reactor is under construction. These plants when completed 
will provide an installed capacity of 5,280 MW. Plans are 
underway and preliminary site work has begun for construction 
of a 1,000 MW reactor at Temelin in Southern Bohemia This 


plant, scheduled for completion in the early 1990s, will be the 
first of four similar reactors. 


Foreign Trade and Finance 


Czechoslovakia continued to increase its exports to both 
socialist and non-socialist countries during 1984, while 
holding down the growth of imports from non-socialist 
countries. The surplus in hard currency trade with 
non-socialist developed countries permitted continuing 
reduction in Czechoslovakia's hard currency debt. Although 
official figures on foreign debt are not published by the 
Czechoslovak Government, observers estimated the net debt at 
somewhat less than $2 billion at the end of 1984. Continuing 
surpluses in trade with non-socialist countries are expected to 
result in a further reduction of net debt during 1985. 


Czechoslovakia confronts a sizeable trade deficit with the 
Soviet Union, its leading trade partner. Although 
Czechoslovakia has consistently run a visible trade deficit 
with the Soviet Union for many years, the size of this deficit 
rose rapidly during this decade as a result of the rapidly 


increasing price of oil. It amounted to 3,624 million crowns 
in 1984. 





In the important area of exports to non-socialist developed 
countries, Czechoslovakia showed some success in increasing 
exports during 1984. Whereas such exports had fallen markedly 
in 1982 and remained low in 1983, in 1984 they rose 8.5 
percent. If Czechoslovakia can continue to increase its 
exports to these markets, it is likely that imports of 
equipment and essential materials will also increase. Exports 
to developing countries fell five percent in 1984, but 
Czechoslovakia continued to maintain a sizeable surplus in 
trade with developing countries. 


Czechoslovakia's low foreign debt has made it a sought-after 
customer in many banking circles. While bankers differ in the 
terms and rates which they would offer on loans, there is a 
general feeling that Czechoslovakia would be a responsible 
borrower. Czechoslovak bankers and economic policymakers, 
however, continue to maintain a conservative attitude toward 
borrowing and have restricted their borrowings to trade-related 
loans. Two exceptions were a $50 million "club loan" from a 
group of European and US banks made in mid-1983 and a $100 
million syndicated loan led by Banque Credit Commerical 

de France, Signed in July 1985. 


US-Czechoslovak Trade 


Trade with the United States during 1984 continued to be below 
the peak levels of the late 1970s and 1980 when U.S. 
agricultural exports created a large surplus for the U.S. Good 
grain harvests in 1983 and 1984 virtually shut off Czechoslovak 
imports of agricultural products from Western countries and the 
outlook is for little change in the situation in 1985 if the 
harvest is favorable. Even in the case of soybeans, where 
Czechslovakia is dependent on imports to fulfill its needs, 
purchases have gone to various Latin American producers rather 
than the United States. To a great extent this is due to the 
high value of the dollar which has made the U.S. less 
competitive in this area. Czechoslovak officials have 
indicated that it is unlikely that agricultural trade can 
provide the basis for any expansion of bilateral trade in the 
forseeable future; barring unfavorable weather conditions, 
Czechoslovakia expects to be nearly self-sufficient in grains. 


U.S. non-agricultural exports fell from $35.8 million in 1983 
to $29.7 million in 1984. Cattle hides and superphosphates 
amounted to over 50 percent of U.S. exports in both 1983 and 
1984. Other exports included chemicals, insecticides, tobacco 
and a variety of instruments and machinery. Czechoslovak 
exports to the United States were led by hops and hams in the 
agricultural area. In the consumer goods sector leading 
products included shoes, glassware, beer and jewelry. Other 
major exports included steel, tractors, tires, and 
antibiotics. 





Five-Year Plan 


During 1985 final plans for the Eighth Five-Year Plan (1986-90) 
are being developed. Consultations with major COMECON trading 
partners are taking place to coordinate the Czechoslovak and 
other national economic plans for this period. It is expected 
that final plans will not be developed until late 1985 and a 
Congress of the Czechoslovak Communist Party will meet in March 
1986 to give formal approval to the plan. 


Although little information has been revealed publicly about 
the content of the plan, it can be expected that certain trends 
will continue. There will be an emphasis on “intensive” 
development, i.e., increasing output through higher 


productivity rather than by increasing inputs. There should be 
some tendency to reduce production of highly energy intensive 
products in favor of high value products in which the share of 
energy is a smaller proportion of final value. Thus production 
of basic commodity chemicals should give way to some extent to 
production of speciality and fine chemicals of low tonnage and 
high value. Steel production should include more production of 
quality speciality steels. Obviously other producers will be 
attempting to use a similar strategy; Czechoslovakia will face 
serious competition as it attempts to implement this strategy. 


Major emphasis through the economy will be placed on increasing 
the use of modern electronics in equipment and in the use of 
computers in the management process. Specific areas of 
emphasis during the 1986-90 plan period may include: pollution 


control technology, energy-saving equipment, robotics and 
biotechnology. 


One problem which Czechoslovakia faces is an excessive amount 
of diversity in production. Reportedly the economy produces 
some sixty percent of the basic assortment of machinery types. 
This range is far greater than many larger economies produce 
and it has led to inefficient production because of dispersion 
of resources and lack of long runs of a smaller number of 
items. While some action may be taken during the next plan 
period to reduce this excessive assortment of production, there 
will be vested interests which will resist the changes which 
would be appropriate. 


Priority will continue to be given to Czechoslovakia's economic 
relations with the Soviet Union and other COMECON partners. An 
agreement signed by President Husak and General Secretary 
Gorbachev in Moscow on May 31, 1985 sets a framework for 
economic and scientific/technical cooperation between the two 
countries through the year 2000. Among the fields and projects 
specifically mentioned in the comprehensive document are: 
machine tools including a joint venture in robotics; nuclear 


power; ferrous and non-ferrous metallurgy; electronics; and the 
food industry. 





Although trade with the Soviet Union and other COMECON 
countries clearly will remain Czezchoslovakia’s primary 
trading priority, officials have stated repeatedly that there 
is no intention to discontinue trade with non-COMECON 
partners. Officials have indicated that funds will be made 
available for increased imports of technology from 
non-socialist sources to modernize the country's aging 
industrial base and to improve the product mix. 


Implications for the United States 


Prospects for trade between the United States and 
Czechoslovakia are not promising for the short and mid-tern. 
Despite the resolution in 1982 of the long-standing claims/gold 
problem in which the United States returned Czechoslovak gold 
seized by the Nazis and Czechoslovakia paid compensation for 
property it nationalized from American citizens, political 
relations between the two countries remain strained. Dialogue 
on the political level is limited and often acrimonious. 
Official cultural relations are also limited, although active 
in some areas. Bilateral trade at the 1984 level of about $150 
million is insignificant for both countries, although trade in 
a few products is sizable enough to merit sustained attention 
by firms on both sides. 


American businessmen during the past several years have been 
discouraged by Czechoslovakia's policy of stringent 
restrictions on imports from the West,which has had a negative 
impact on exports from virtually all Wester.) trading partners. 
There have also been indications even where imports were 
authorized from the West that the United States would be 
regarded only as a supplier of last resort. U.S. exporters to 
Czechoslovakia cannot offer USG-guaranteed Eximbank or CCC 
credits. Some exporters have claimed that their prospects here 
and elsewhere have been damaged because of the high value of 
the U.S. dollar. 


Czechoslovaks have expressed concern with the “discrimination” 
which they perceive because the United States does not accord 
them most-favored-nation (MFN) tariff status. Czechoslovak 

importers have also indicated that U.S. export controls have a 
negative effect on trade because of delays on issuing licenses 


for dual use technology which they claim will be used only in 
the civilian sector. 


Although general political/economic relations between the 
United States and Czechoslovakia. are limited , there are some 
examples of cooperation. A civil aviation agreement, for 
example, provides for air service between the two countries. 





Currently only Czechoslovak Airlines is exercising the right to 
offer service, but an American carrier could do so if it 
decided the economic factors were favorable, under the rights 
provided by the agreement. Pan Am does operate an office in 
Prague. In the spring of 1985 the Special Trade Representative 
and appropriate officials of the Czechoslovak Government 
negotiated an agreement under which Czechoslovak exports of 
steel to the United States will be limited to 40,000 tons 
annually for a five-year period. The United States and 
Czechoslovakia also have an agreement providing for 
consultations in case of sudden surges of shipments in the 
textile trade and an agreement concerning airworthiness 
certification requirements. 


Areas of Possible Interest to Exporters 


Despite difficult problems, some exporters continue to have 
success in this market. There is interest in certain types of 
laboratory instrumentation and control equipment. Computer 
equipment on which there is reasonable certainty of export 
licenses may find a market, although the Czechoslovak 
Government is limiting imports of some types of computers to 
promote domestic production and specialization within COMECON. 
Although there is definite interest in production and test 
equipment in the micro-electronics area, export control 
restrictions make this a difficult sector with limited 
prospects. 


Energy-saving equipment, including process control equipment, 
is of interest. Growing concern for the environment may 
improve prospects for pollution measuring and control devices. 
Czechoslovakia has instituted regular consultations and limited 
cooperation on common environmental problems with both Austria 
and the FRG - a development which indicates increasing concern 
over this issue. 


Bio-technology has been designated as an area of interest 
during the 1986-90 plan period and may provide opportunitites 
for certain equipment as well as technical processes. 


Export opportunitites to Czechoslovakia are not limited, 
however, to the so-called high-tech sectors. Major U.S. 
exports to Czechoslovakia have included cattle hides, 
phosphates for the fertilizer industry, pencil slats, tobacco 
and furskins. During 1983 these "low-tech" items made up 
around 60 percent of US exports and accounted for an even 
higher proportion during 1984. 


US businesses have also found some success in selling 
technology to Czechoslovakia. Many chemical facilitities have 
been built over the years with US technology and US firms made 
at least two significant sales in this area during 1984. 





Despite the apparent comfortable financial situation which 
Czechoslovakia enjoys, businessmen attempting to do business 
often find their counterparts seeking to make countertrade 
requirements a part of contracts. Some firms have undertaken 
on their own to promote purchases from Czechoslovakia as a 
gesture which might promote their long-range commercial 
interests. A number of businessmen, however, have complained 
that it is difficult to find goods to purchase. Production 
capacities are often fully committed under long-term contracts 
and goods are not available for newcomers attempting to enter 
the countertrade arena. In certain cases no countertrade 
requests are made on the Czechoslovak side; the extent of 
demands is generally a function of the competition on a 
particular purchase. 


Another area worth pursuing for some businesses is that of 
so-called cooperation in third countries. A number of 
Czechoslovak firms have long experience in constructing 
projects and selling large industrial products such as power 
generation equipment in developing country markets. Ina 
limited number of cases US firms have participated by providing 
items which the Czechoslovaks are unable to supply themselves 
or which the purchaser may prefer to obtain from other 

sources. US firms have had some success in this area in both 
Latin America and the Middle East. 


Over twenty firms and financial institutions interested in 
doing business in Czechoslovakia have joined the 


US-Czechoslovak Economic Council, an organization of businesses 
in both countries involved in commerce between the two 
countries. The Council provides a forum for dissemination of 
information and discussion of problems and prospects for 
bilateral trade and economic matters. US firms can obtain 
information about the Council through the United States Chamber 
of Commerce, 1615 H Street, N.W.,Washington, D.C. 20062. 


New-to-market firms will find it useful to contact the 
Commercial Officer, American Embassy Prague (telex AMEMC 12119) 
(telephone 546-641) or the US Deparment of Commerce desk 
officer for Czechoslovakia (202) 377-2645 to discuss business 
in Czechoslovakia. Assistance can be provided to firms wishing 
to arrange appointments in Czechoslovakia or to stage product 
presentations. Officially organized trade promotion events in 
Czechoslovakia during the past several years have been limited 
to the Brno International Engineering Fair where the Embassy 
and Department of Commerce organize an official US 
participation for this annual September event. Technical sales 
seminars and trade missions are also possible under Department 
of Commerce and Embassy sponsorship depending on interest from 
US firms. There are several Czechoslovak advertising/public 
relations enterprises which are available to foreign firms 
wishing to introduce new products, hold technical symposia or 
undertake other activities to maintain and develop business in 
Czechoslovakia. 





The U.S. Government Wants 
You to be Well Informed 
About Foreign Investment 


That is why the U.S. Department of Commerce monitors 
foreign direct investment in the United States. Its Office of 
Trade and Investment Analysis identifies foreign interests and 
other data relating to size, location, and industry sector of 
individual foreign direct investment transactions. 


For the low price of $23.00, you can have ten complete years 
of valuable data in the three convenient-to-use tabular for- 
mats of Foreign Direct Investment in the United States: Com- 
pleted Transactions, 1974-1983. For this one price, you will 
obtain foreign direct investment data by source country (Vol. 
1), by industry sector (Vol. Il), and by state location (Vol. 
lll). Each volume also includes an analysis of trends and 
developments in foreign direct investment transactions in the 
United States during the covered ten-year period. 


So don’t delay, send for your set today! 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


nclosed is , Ra sas 
A anh te or. or ch oes VISA® | Total charges $____ Fill in the boxes below 
Deposit Account No. [ie | Credit 


Peek be Gere Lo Lb Nedkaee 


Expiration Date ease 
Orme Nees 2 Month/Year [| 
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a a St a A A eee foro P oe Lei oe ial 
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| | 





Please send _ sets of Foreign Direct Investment r eget 
in the United States: Completed Transactions, 1974-1983 For Office Use Only | 
at $23.00 per set. S/N 003-009-00458-6. vi ea cteme ee 

Name—First, Last Enclosed 


hee ihe bia el PE To be male 


Company name or additional address line Subscriptions 
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Street address Foreign handling 
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